I. INTRODUCTION
In a perfectly competitive equilibrium all workers of a given skill would receive equal remuneration; in real life considerable inter-firm and interindustry wage differentials, of course, exist. These, it has been argued, should be regarded as a normal feature of our economic system.2 Thus a majority of empirical research has been concentrated on discovering factors which account for changes in the inter-industry wage differentials rather than for their existence. It has been observed that, in the last few decades, there has existed a tendency for the inter-industry wage differentials to become narrower.8 The purpose of this paper is:
(i) to examine the changes in the relative earnings of unskilled workers in the Australian manufacturing sector during the post-war period; and (ii) to test the significance of a number of factors which may have accounted for the observed changes.
ECONOMIC MODELS
A well-known theorem of marginal analysis states that, in conditions of a profit-maximizing equilibrium, the firm's demand for labour of a given type will be given by the equality of price of labour and its marginal revenue product. The marginal revenue product, which is defined as marginal physical product times marginal revenue, depends on the following factors: *Abstracted from a portion of a doctoral dissertation for Stanford University. The research work on which this paper is based was supported by a Sydney University research grant. 1"Economic Theoty and Wages", in David McCord Wright (ed.), The Impact of the Union (New York Kelley and Millman, Inc., 1956) , p. 312. 2See. e.g. R. A. Lester, "A Range Theory of Wage Differentials", Zndustrial and Labor Relations Review, 5 (1952). pp. 483-500. 8 The studies were related to the United States, Great Britain, and several other western countries. T o the author's knowledge no examination of the inter-industry wage structure in Australia has been attempted so far. D. W. Oxnam in Wages in Australia, 1913-14 to 1949-50, paper presented to the Australian and New Zealand Association for the Advancement of Science, Brisbane, May 1951, examined the wage differentials between the States of Australia and found a similar tendency. 87 shifts in the industry's demand for labour and thus tend to raise the wage at the equilibrium point. If labour cost represents only a small proportion of total costs, there will be less resistance on the part of the employers to satisfy the claims for higher wages since wage increases will result in only a relatively small reduction of profits, or only in a relatively small increase in the price of the product. A strong bargaining power of the firms with the purchasers of their output implies a near-monopoly position in the product market and a less elastic product demand curve than in the case of competitive firms. The firms are then in a better position to pass on any wage increases in the form of increases in the price of the product. The final factor of Dunlop's hypothesis, the rise in the occupational rating of employees as a result of technological change, is directIy applicable only in the case where the average wage of all types of labour is considered. Technological develop ment is likely to result in an increase in the proportion of skilled workers and, consequently, the average wage of workers of all types rises. If we confine ourselves to the study of inter-industry wage differentials with respect to labour of a given skill, the operation of technology to increase the occupational rating of employees becomes relevant only as a factor of nonmonetary remuneration.
Dunlop's proposition represents a catalogue of factors which were considered as the most important systematic determinants of the movements in the inter-industry wage structure. The proposition was deduced in part from statistical evidence6 and in part by a priori reasoning. A critical examination of the proposition has to be concerned with the plausibility of excluding other presumably equally worthy candidates from the selected list. In particular, all the factors considered by Dunlop relate to the influences affecting shifts in the demand for labour; no consideration is given to inter-industry differences in shifts of the labour supply curve. The main factor influencing the labour supply curves in different industries could be expected to be the degree of unionisation. However, empirical studies for the United States and Great Britain indicate that, except in the case of new organisations, unionism has had little effect on relative wages in industries.? In relation to the factors which Dunlop did include as representing the major influences on changes in wages, a certain degree of controversy exists with respect to the effect of the state of competition in the product market. The "low-wage" theorists assert that, contrary to Dunlop's proposition, the higher the degree of 
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competition in the product market the higher the wage of labour.8 T h e argument is based on the contention that the monopolistic firms are likely to be larger than the competitive ones and thus have a greater monopsony power in the labour market. If, however, labour of a given skill can be employed in several industries, the monopsony power is likely to be rather weak. The hypothesis put forward by Dunlop has been subjected to empirical tests by a number of research workers. Ross and Goldnere applied simple correlation analysis to the data on United States industries for the period 1933 to 1946 and found a positive correlation between changes in average earnings and changes in employmentlo but failed to discover any simple association between changes in earnings and labour cost proportions.11 A rough inspection indicated that industries with oligopolistic market structures tended to show greater increases in wages than the more competitive industries. J. W. Garbarin012 examined selected industrial groups in the United States during the period 1923 to 1940 and, with the help of simple rank correlation technique, concluded that the movement in the interindustry wage differentials can be largely explained by "the variables of productivity, concentration, and unionisation".lS However, Meyers and Bowlby,14 using simple rank correlation technique applied to the U.S. manufacturing data beyond 1950, found no relation between changes in wages and in the productivity of labour. Doris M. Eiseman,'s who studied the inter-industry wage changes in the United States between 1939 and 1947, found a positive Correlation between changes in wages and (i) original level of earnings; (ii) changes in production; (iii) changes in employment; (iv) labour costs as a proportion of total costs. The last conclusion, stating that changes in wages varied positively with the ratio of labour costs to total costs, is highly surprising but may be due to the somewhat unorthodox 
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statistical treatment in calculating the correlation coefficient.16 Studies of inter-industry wage structure in Great Britain carried out by Salter, Nicholson and Gupta, and Phelps Brown and Brownel' all revealed a lack of simple association between changes in earnings and in productivity of labour. Phelps Brown and Browne, however, discovered a positive relationship between change in earnings and in concentration of employment (i.e. proportion of industry's employment given by the three largest firms).
The results of the above empirical investigations, though illuminating, do not have a conclusive bearing on Dunlop's hypothesis. Apart from the difficulties of measurement, one can object to the use of the simple correlation techniques which do not separate out the effects of individual factors. This makes it impossible to use statistical tests of significance unless the factors which may influence the wage differentials vary independently of each other, which is unlikeIy. The relationship between change in wages and any one particular variable may be blurred by an offsetting influence of some other one or more relevant factors. For instance, a lack of observed relationship between change in wages and in productivity of labour may be due to the fact that labour productivity was growing faster in industries with a low rate of growth of output, and slower in industries in which output was growing more rapidly. A simple rank or product-moment correlation analysis, used almost without exception in the past empirical studies, is thus not very informative.
A theoretical attempt at explaining the inter-industry wage differentials was made more recently by L. Johansen.18 Using a highly simplified mathematical model of production, Johansen deduces that "we may expect not changes in wage differentials, but the wage differentials themselves to be correlated with the changes in productivity", and that "the level of the wage rate differential within the model is uniquely correlated with changes in employment". In arriving at this conclusion Johansen makes use of the following assumptions:
(i) the equilibrium wage and employment in any firm is determined (ii) the change in wage is determined by the distance of the actual level to the equilibrium level of employment, and by the distance of the actual wage paid to the average in the industry; (iii) there is a tendency on the part of labour to move from low-wage to high-wage industries; (iv) at any given point of time, output is a parabolic function of labour input only; (v) there exists a pronounced long-run trend in the productivity of labour in each industry. We have, then, two alternative theoretical models which may serve as means of detecting the systematic factors underlying the inter-industry wage structure. Further, it seems desirable to take into account the influx of migrants on the Australian labour market after the war-a situation not applicable to the economies contemplated by Dunlop and Johansen. T h e impact of migrants could be expected to shift the labour supply curves and thus affect the equilibrium wage. To allow for this we shall extend the models to include the supply of migrants as an additional explanatory variable. On theoretical grounds we would expect that wages in industries with a relatively greater number of migrants would tend to be lower compared with industries with relatively few or no migrants. For the purpose of statistical tests of the two hypotheses we assume linear relationships and examine the significance of the coefficients attached to the explanatory variables. The mathematical formulation of the hypotheses is then given by the following expressions:
Model I (Dunlop's) Model 11 (Johnnsen's)
The subscript i refers to the i-th industry; and AW, = a, + a$, + a,O, + a& + a4Z4 + a&, + e4 W , = b, + b,P, + bZN4 + baC4 + b4Z4 + baMc + e4 A W = change in average wage; W = average wage at the end of the period; P = change in the physical productivity of labour; 0 = change in the volume of output; C = labour costs as a proportion of total costs; 2 = measure of the degree of competition on the product market; M = migrant labour as a proportion of total employment; N = change in employment; e = random disturbance, assumed to be normally distributed with zero mean and a constant variance and independent of the explanatory variables. All variables except 0 and 2 refer to a particular occupational type of labour.
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The preceding discussion makes it quite clear that the list of explanatory variables is not complete and that economic theory does not, and can not, take all the complexities of real life into account. This, it was emphasized, is particularly troublesome in the field of labour economics where anticompetitive influences abound. The Australian arbitration system of wage determination is a case in point. However, while the system may weaken the pressures of the market, it is unlikely that it would eliminate them altogether. It is a common and easily ascertainable fact that considerable differences exist between the wage rates determined by the Court and the actual wages paid. This "wage drift" can be regarded as the market correction of the officially made decisions. The observations of the behaviour of wages in Great Britain and other regulated economies of Western Europe serve as an illuminating example.1Q At the same time, the anti-competitive factors on the labour market are probably stronger in Australia with a long tradition of comprehensive unionisation and Government wage regulation than in most countries of the Western world.20 In particular, the "stickiness" which seriously hinders any possibility of a downward adjustment detracts from the validity of the regression models. Further, the validity of the statistical tests depends on the assumptions made about the disturbance term which, under the circumstances, are fairly tenuous. Thus it is recognised at the outSet that the test will not provide unqualified results and that, at best, it can throw only a limited light on the forces determining the industrial pattern of wages.
DATA
As mentioned in the introductory part, we are confining ourselves to the study of the wage structure in the manufacturing industries only. This limitation is imposed by the lack of statistical information on other sectors of the economy. The period 1947 to 195421 was chosen because it coincides with the dates of the latest Census takings for which comprehensive results are available. The examination of the wage structure is to be concerned with labour of a given occupational type only. The type chosen for this purpose is that of "common" labour, that is, labour which requires little or no occupational training. There is, of course, a difficulty that the type and conditions of work performed by unskilled labour vary from industry to industry. However, this difficulty is to be encountered in most occupations; the relatively large numbers of unskilled workers in any industry are likely
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to make industrial averages more homogeneous. Our investigation will refer to workers belonging to the occupational order 6 (operatives) and 7
(labourers) of the Census classification. The data used in the subsequent sections of the paper have originated from two sources: the annual production bulletins for secondary industries; and the Census publications.22 Since the collection of data and the classification of industries used in the two sources are done quite independently, it was necessary to re-group the industries into comparable categories. This was done by forming clusters of technologically or economically related industries and comparing total employment of males in these clusters as shown by the two sources. An approximate equality of total employment then assured that the reconciliation has been successful.2s At the end we have obtained 43 industrial classes which represent our units of observation; these classes cover 86 per cent of total manufacturing employment of the year 1954. The details of the classification are given in the Appendix. The definitions and the methods of estimation of the variables required by the two models are described separately for each of the variables below.
(a) Wages
Wages have been defined as gross annual earnings of unskilled male employees. Under this definition wages include overtime and penalty payments in addition to the basic remuneration. This definition, imposed by the nature of available statistics, differs from the "straight-time" earnings used in the empirical studies for the United States. However, the opportunity to work overtime is undoubtedly regarded as desirable by a majority of workers and thus overtime earnings do, in a sense, represent an additional advantage to labour in the industry. Furthermore, if two industries differ only by virtue of the fact that one industry uses overtime labour and the other does not, the change-in-output variable will account for at least some of the difference in the average wage in the two industries. With respect to penalty payments, it is assumed that their incidence does not vary in any substantial way from industry to industry. In any case, the validity of testing Dunlop's model will not be impaired as long as the inter-industry structure of overtime and penalty payments did not change over the period considered.
The information on wages paid to unskilled labour, even if defined as broadly as above, is not directly available. The production bulletin statistics refer to all male manual workers, whether skilled or unskilled; these had to serve as a basis for estimation. The estimate of the average wage of an unskilled male employee was derived from the fact that the average wage per manual worker represents a weighted average of the wages of unskilled and skilled workers. Two assumptions were made:
(i) the absolute difference in the average wage of the two types of workers is equal to the average award for skill as determined by the Court;24 (ii) the ratio of skilled to unskilled male manual workers in each industry did not change during the period of observation. The first assumption implies equality of over-award payments (including overtime payments) received by the two types of labour. In other words, the market pressures as reflected by the "wage drift" are assumed to be equally strong in both categories of the labour market. This does not appear to be altogether implausible during a period marked by a general shortage of labour and it is also consistent with the traditional unionist policy of fixed cash differentials for skill. The violation of the assumption is more likely to be due to the existence of differences in the overtime payments rather than in the "inducement" payments. The second assumption was necessitated by the exclusion of occupational statistics from the 1954 Census. However, radical changes in the proportions of skilled and unskilled workers employed are not very likely in as short a period of time as considered by us. If the assumptions are not fulfilled, then our measure refers to the average wage of all male manual workers and corresponds to the measure used in almost all empirical studies in the past.26 If, however, the assumptions are not violated, then our measure constitutes an improvement.
(b) Change in the Physical Productivity of Labour Ideally, we would like to have a measure of an increase in physical output due to an addition of one unskilled male worker to the industry's work force. Such a measure is, of course, unobtainable, except by means of an experiment. Thus all research workers concerned with empirical study of interindustry wage structures in the past were forced to use changes in the output per worker or per man-hour. The present study is no exception and, accordingly, the change in the physical productivity of labour was measured by where V = total value of output; L = quantity of labour, measured by the number of "unskilled male equivalents" of all manual workers; p = index of prices of products, 1946-47 = 1.00. The subscript i refers to the i-th 
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industry, and the subscript o and 1 to the years 1946-47 and 1953-54 respectively. The quantity of labour in terms of unskilled male equivalents, L, was obtained by assigning weights to skilled males and skilled and unskilled females. These weights were supposed to reflect the contribution to production by these workers relative to that of an unskilled male. The values, chosen in a somewhat arbitrary fashion, were 1-25 for a skilled male and 1.00 for a female, whether skilled or unskilled.
The index of prices of products for 1953-54 with 1946-47 as a base was estimated by the formula where p' = wholesale price index of goods principally home produced, 1946-47 = 1.00;ae B = total wage bill.
The price index calculated in this way is based on the contention that all industries were subjected to a general change in the level of prices (as represented by p'), and that an increase in relative prices was associated with an increase in the percentage gross profit margin. This index is obviously somewhat improvised but had to be used in absence of any other indicators of the movement in prices of products of individual industries.
The change in the physical productivity of labour is described by a ratio rather than by an absolute difference. The former was chosen on the grounds that absolute differences would tend to exaggerate the importance of productivity changes in capital intensive industries (Le. those in which the initial level average productivity of labour was high), and to underrate the importance of productivity changes in labour intensive industries with a low initial level of labour productivity.
The results of the calculations indicated that the changes in the physical productivity of labour ranged from -15 per cent in the Refining of Nonferrous Metals industry to +lo.!? per cent in the Rope and Cordage industry. The average change in the physical productivity of labour over the period considered was -3-0 per cent (i.e. f = 0.970). Labour cost was defined as the total wages paid to all manual employees. Total costs were defined as total direct costs and included the total value of containers, packing, tools replaced, repairs to plant, all materials used, power, fuel, light, lubricants, and water as well as the total wage bill. The statistics are available in the production bulletin. The percentages obtained for 1946-47 did not markedly differ from those for 1953-54. The variable used in the regression equations was a simple average of the two years. The values ranged from 4-95 per cent in the Tobacco industry to 56.84 per cent in the Stereotyping industry.
(e) Degree of Competition on the Product Market
A measure of the degree of competition on the product market is notoriously difficult to obtain. Two alternative measures were devised for the purpose of the statistical test but neither can be regarded as fully satisfactory. The first of these is the percentage gross profit margin calculated as the difference between the total value of output and the total operating costs expressed as a percentage of the former.27 The total operating costs were defined as the total direct costs plus the estimated value of labour of the working proprietors. This measure assumes short-term profit maximisation and equality of marginal and average costs in each firm; the problem of aggregation is disregarded. The variable was again represented by a simple average of the gross profit percentages for 1946-47 and 1953-54. The lowest gross profit margin was observed in the Fur and Wool Processing industry (9.83 per cent), and the highest in the Drugs and Cosmetics industry (55.19 per cent); the average gross profit margin was 27.46 per cent.
As an alternative measure of the degree of competition we have used an index of the concentration of employment. This was calculated, for each industry, as the percentage of total labour force employed by the largest ten per cent of factories in the industry.28 The assumption underlying this measure is that of a positive correlation between factory size and firm's size, and between size and monopoly power. 
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A choice of the two measures implies a choice of one of the two sets of assumptions. A simple correlation coefficient between the two measures rendered a value close to zero, indicating a failure of at least one of the two measures to carry the function imposed upon it.
(4 Unskilled Male Migrant and Non-migrant Employment
T h e statistics in the production bulletin do not provide any information about migrants. The Census data show the number of foreign-born in each industry classified by the period of residence in Australia, and the number of foreign born of each occupational status also classified by the period of residence.m Since our period of observation embraces a time-span of seven years, only those migrants who have resided in Australia less than seven years as at the time of the 1954 Census have been considered. This, of course, includes almost all post-war immigrants. We shall, for the sake of simplicity, use the word "migrants" to refer to these immigrants only.
The Census statistics, which include all immigrants, served as a basis for estimating the number of unskilled male migrants in each industry. In describing the estimation procedure we shall use the following notation: (ii) The ratio of skilled to unskilled male migrant employees of j-th year of residence is equal to the ratio of all skilled to all unskilled male employees. In terms of our symbols, 
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(iii) The ratio of male migrant employees to all male migrants in the work force, for j-th year of residence, is the same in every industry.
Z.e.
(m:j + m;;)/Mij = m , j / M . j Assumption (i) has already been made in connection with the estimation of wages of unskilled male workers; it is necessitated by the lack of occupational classification in the 1954 Census results. Assumption (ii) does not appear to be unreasonable in light of the statistics on the occupational distribution of arrivals. These show that, during the period which we are considering, the ratio of skilled to unskilled workers among immigrants was somewhat higher than in the total Australian work force in 1947.90 It would then seem that, allowing for some degree of occupational degradation of migrants, the proportions in the total work force probably do not differ to any great extent. There may, of course, be some discrepancies in individual industries. Assumption (iii) is also not very troublesome since the proportion of wage earners among migrants of short periods of residence is close to unity and only slowly declines as the period of residence lengthens. labour force appeared to be declining. 
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IV. RFSULTS
The distribution of average wages of unskilled male employees and the analysis of change is shown in Table I . It appears that the percentage differentials have become somewhat narrower while the absolute dispersion of wages increased. This tendency parallels the experience of the United States and other countries mentioned earlier. The value of Spearman's coefficient of rank correlation between wages in 1947 and in 1954 is 0.839, which indicates some re-ranking, though not very substantial.
The test of the economic hypothesis has been carried out by obtaining least squares estimates of the regression coefficients and their standard errors. The statistical validity of the test depends on the assumptions about the disturbance term. The hypothesis of Dunlop (Model I) has been tested by constructing two regression equations; these differ only with respect to the measure of the degree of competition used. The estimates are as follows: Here the degree of relationship is even lower than in the case of Dunlop's models, but it is still highly significant. An interesting feature of the results is the lack of significance of all explanatory variables except C, the labour cost percentage, which is negatively correlated with the level of wages.
So far our results have been somewhat disappointing, at least concerning the predictive power of the models. A further avenue worth exploiting is suggested by the observation of W. B. ReddawaysA who examined the relationship between changes in earnings and in employment in Great Britain and found that the correlation was greatly improved if the original 11 1 manufacturing industries were congested into 14 large industrial groups. A possible reason for this is that industries are heterogeneous with respect to influences on wage changes. In the calculation of the original correlation coefficient both small and large industries were equally influential; after the industrial groups were enlarged, the larger industries assumed a more predominant role. This implies a difference between small and large industries with respect to the forces underlying the changes in wages. It is conceivable that the mechanics of wage determination in large industries differs from that in small industries because of the possible differences in market and production conditions (e.g. differences in factor and product substitution, in economies of scale, etc.). This has been considered and, accordingly, our 43 industries have been divided into two groups, "large" industries and "small" industries. "Large" industries were defined as those with output in excess of f l 0 million in 1947; the remaining industries were classified as "small". The dividing line is somewhat arbitrary; it was chosen partly because it divides the industries into two approximately equal groups, and partly because of a gap in the frequency distribution around the El0 million mark. The group of "large" industries consists of 22 industries; these are marked by an asterisk in the list of industries given in the Appendix. This left 21 industries to be classified as "small". The basic characteristics of the two groups are shown in Table 11 . The estimates of the regression equation of Dunlop's and Johansen's models are shown below. 
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I t is immediately apparent that the empirical fit is considerably improved when the industries are divided into two groups according to size. Further, the variables that tend to account for the observed inter-industry wage differentials in the two groups of industries are different. Considering first the hypothesis of Dunlop which attempts to explain the inter-industry differences in the change of wages we come to the following conclusions:
In large industries the change in wages is to a high degree determined by the ratio of labour costs to total costs and by the degree of concentration of employment. The first of these variables has a negative, and the second a positive effect on the change in wages. Other variables postulated by Dunlop do not appear to have exercised a significant influence on the change in wages in large industries. In small industries the only significant factor in explaining wage changes was found to be the productivity of labour which alone has accounted for a high degree of inter-industry variation in wage changes. These conclusions bring out an interesting distinction in the forces affecting wage changes in small and in large industries. The dominance of labour productivity in small industries is consistent with the operation of the traditional market mechanism. An increase in labour productivity results in an upward shift in the labour demand curve and consequently in an increase in wages. On the other hand, in large industries the change in wages tends to vary with the importance of labour costs in the budget of the employers (the variation being negative, of course) and with the degree of monopoly on the product market as measured by the concentration of employment. Here the dominant factor seems to be the ability of the employer to pass on any wage increases demanded by labour-or his willingness to reduce profits-rather than the productivity of labour. Obviously, an employer is more able to pass on a wage increase in the form of a price rise if the rise in price is relatively small (i.e. if labour costs are small relative to other costs) or if he is in a near-monopolistic position.
Turning to Johansen's model which is designed to explain the interindustry differences in the level of wages at the end of the period we find that the relationship is reasonably high only in the case of large industries. Here the only relevant variable influencing the final level of wages turned out to be the ratio of labour costs to total costs. In the case of small industries none of the postulated explanatory variables appeared to be significant; their joint variation, however, made the degree of overall relationship just statistically significant at the five per cent level. On the whole, Johansen's model is less successful than Dunlop's. The main variables postulated by Johansen as the likely explanatory factors of the inter-industry wage structure-change in labour productivity and change in employment-did not appear to be relevant at all according to our estimated regression equations. This may be due, at least in part, to the lack of a trend in the productivity of labour which is one of Johansen's basic assumptions.
V. CONCLUSION
The results of our tests seem to lend somewhat more support to Dunlop's than to Johansen's hypothesis, but neither model has a high predictive power when all industries are considered jointly. However, if Dunlop's hypothesis is tested separately for small and for large industries, the relationship is greatly improved. But even then not all of the explanatory variables postulated by Dunlop appear to have influenced the change in wages and thus the hypothesis cannot be accepted in an unqualified way. In small industries the relevant variable was found to be the productivity of labour while in large industries the significant factors were the percentage labour cost and the concentration of employment. The remaining explanatory variables-the change in output and the relative employment of migrantshave had no apparent influence on the wage structure. The failure of the change in output to be positively associated with the change in wages is somewhat surprising particularly since wages, according to our definition, included overtime payments as well. In the case of large industries this may be attributed to the rather high degree of positive correlation between change in output and proportion of migrants employed (I = 0.581). Thus any relative scarcity of labour was probably mitigated by drawing upon the pool of new arrivals rather than by bidding for labour employed in other industries. For small industries, however, this does not seem to apply. The failure of the migration factor to exercise any influence on the relative change in wages is probably due to the concurrent changes in demand for products. Other things being equal, a relatively larger influx of migrants into any particular industry would tend to depress the average wage in this industry, or at least slow down its increase. However, if there is a concurrent increase in demand for the industry's product, this will act as an offsetting factor and wages will not necessarily decrease or increase more slowly than in other industries. In larger industries this explanation is consistent with the fact that relatively more migrants were to be found in the industries with relatively greater increases in output.
Perhaps the most important aspect of our investigation is the discovery of the distinction between small and large industries with respect to the factors operating on the wage structure in Australia. This has not been specifically considered in the studies of the subject in other countries and it may or may not be unique to the Australian economic environment. The important difference turned out to be the importance of labour productivity in small industries and of "bargaining" variables in large industries. The failure of labour productivity to be influential on wage changes in large industries is certainly highly surprising and seems to deserve a closer study of individual industries.
In general, our findings tend to vindicate the usefulness of economic theory as well as demonstrate its limitations. The economic hypothesis of Dunlop, when qualified and applied to different size groups, makes a definite contribution to the explanation of changes in the inter-industry wage structure. Institutional regulations, social and political factors, and balances of interest apparently mitigated, but did not fully eliminate the forces of the market mechanism. The voice of a theoretical economist, though muted, should still be heard. 
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